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SUBJECT: Relationship Between FmHA Emergency Loans and Agricultural
, Stabilization and Conservation Service (ASCS) Disaster Payments

TO: State'nitectors. District Directors, and County Supervisors

ATTN: Farmer Progranms

PURPOSE/INTENDED OUTCOME:

This Administrative Notice (AN) is being issued to clarify the- handu.ng,fof“
ASCS disaster payments to be received in 1992 for crop losses. which weres: .
incurred in previous years. The intended outcome is to assure that. tpg%}cmta
and borrowers are treated fairly and consistently.

COMPARISOR WITH PREVIOUS AN: ,

This AN:supplements FmHA AN No. 2454(1945) dated January 31, 1992.
‘ . . : - R . . .,

The. dissatés:program administered by ASCS: allows.eligible: farmers ve

disaster payments based upon losses-wvhich occurred in 1990. Severali

related to this issue have been raised. 'l'he questions and their.
as follows:

Question 1l: If an FmHA borrower. rucoivod an . EM loan. baa.d upon" 1
disastexr 10ss.and-also recefves: i t.int 1992

loss, should an assignment be taken o on ‘thc‘paylent and the procoed:; '
the EN loan?

Answer: Neither an assignment nor a joint check is required in such’ cm:,;
unless the borrower has an application pending for additional assistance, and
the payment is needed for a feasible plan. In cases vhere a new loan request
is being processed, follow FmHA AN 2454(1945) dated Jamury 31, 1992. '

Question 2: In cases described 1n Quuti.on 1, 1f the borrmr': lou ?
have been less than 30 percent had the payment been considered at the: ‘ .
application was processed, should the loan be considered improper nnd so:viced
in accordance with FmHA Instruction 1951-L?
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Ansver: No. Neither FmHA nor the borrower had any indication that disaster
payments might be available. The loan was authorized when it was approved,
and that is the only requirement.

Question 3: If a farmer receives a disaster payment based upon 1990 losses,
and applies for an EM loan based upon 1991 losses, is the disaster payment
included as compensation in calculating losses for EM eligibility?

Answer: No. FmHA Instruction 1945-D, Section 1945.163(a)(2)(ix) indicates.
that the other assistance considered 1n the calculations must be atttibuted to
the disaster for which the loss 1is being calculated. ;

Question 4: A borrower received an EM loan based upon 1991 losses. The'loan
wvas approved before the disaster program was announced. The disaster pay-nnt
will also be based on the 1991 loss. Should the eligibility be recalculntod

"in accordance with FmHA AN 2454(1945)?

Answver: No. Once a loan is approved, the approval generally cannot be-
rescinded. The approval wasz based on all existing information available at
that time. Neither FmHA nor the applicant could anticipate the: ~disaster: - .
program. The assistance is authorized. No assignment or joint check:w VR S
required unless the borrower applies for additional assistance, and thﬁp%t 3 s
requirements of FmHA AN 2454(1945) apply. R e

Question 5: ASCS will not issue joint checks as set forth in the ubnotlndun, St
of Understanding (MOU) between FmHA and ASCS. What do we do about: thi
we do not get joint checks? :

Ansver:: ASCS has advised that they cannot legally comply with-the- unuv thHA
and ASCS are negotiating.a new MOU to replace thc«oxi:tinz;_w‘ Falid:wik

Y onlyyeteive an sssignment- 1" the- borrower sighed: s Pos =36 > Pullll
only receive a joint check if the borrower signed a Form ccc 37. It,i .
essential to require execution of the appropriate form as a loan condftic
an assignment or joint check is required. Refer to FmHA AN. 2454(1945}
determine whether an a:signment or joint check is necessary.

Questions regarding this AN:should be directed to Farmer Programs: Lota?ﬁ!kins
Division at FTS 720- 1638 or (202) 720- 1638
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LA VERNE AUSMAN
: Adninistrator -

Sent by Time Delay Option to States at 8:00 amon 3/ 16/92 to Districtt at

10:00 amon; and to Counties at 12:00pmon 3713792by GSS.
on 3/16/92




